

















UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)

Exhibit Il - Combined Statement of Revenues, Expenditures, and Changes in Fund Balances /
Statement of Activities - Governmental Funds

For the Fiscal Year Ended August 31, 2019

REVENUES
Legislative Appropriations:
Original Appropriations
Additional Appropriations
Federal Revenue (Fed Sch 1A)
Federal Pass Through Revenue (Fed Sch 1A)
State Grant Pass Through Revenue (Sch 1B)
Licenses, Fees and Permits
Interest, Dividend & Other Income
Settlement of Claims
Sales of Goods and Services
Other
Total Revenues

EXPENDITURES
Salaries and Wages
Payroll Related Costs
Professional Fees and Services
Travel
Materials and Supplies
Communication and Utilities
Repairs and Maintenance
Rentals and Leases
Printing and Reproduction
Claims and Judgements
Other Expenditures
Capital Outlay (Note 2)
Amortization Expense (Note 2)
Depreciation Expense (Note 2)
Adjustments (Note 2)
Pollution Remediation Obligation (Note 5)
Total Expenditures/Expenses

Excess (deficiency) of revenues over expenditures

OTHER FINANCING SOURCES (USES)
Sale of Capital Assets
Cash Transfers In
Cash Transfers Out
Appropriations Lapsed
Gain (Loss) on Sale of Capital Assets
Total other financing sources and uses

Net Change in Fund Balances/Net Assets

Fund Financial Statement - Fund Balances

Fund Balances - September 1, 2018
Restatements

Fund Balances - September 1, 2018, as Restated

Fund Balances - August 31, 2019

Government-wide Statement - Net Assets

Change in Net Assets

Net Assets - September 1, 2018

Net Assets - August 31, 2019

Governmental Capital Long-Term Statement
General Funds Asset Liabilities of

Fund Total Adjustments Adjustments Activities
$ 30,550,661.00 $  30,550,661.00 - $ - $  30,550,661.00
9,656,211.11 9,656,211.11 - - 9,656,211.11
8,422,356.00 8,422,356.00 - - 8,422,356.00
89,360,447.45 89,360,447.45 - - 89,360,447.45
1,258.36 1,258.36 - - 1,258.36
14,558.01 14,558.01 - - 14,558.01
2,733,474.59 2,733,474.59 - - 2,733,474.59
319,245.50 319,245.50 - - 319,245.50
$ 141,058,212.02 $ 141,058,212.02 - $ - $ 141,058,212.02
$  49,144,954.15 $  49,144,954.15 - $ 1,104,71296 $  50,249,667.11
16,972,771.94 16,972,771.94 - - 16,972,771.94
9,791,948.08 9,791,948.08 - - 9,791,948.08
995,256.84 995,256.84 - - 995,256.84
2,690,641.52 2,690,641.52 - - 2,690,641.52
731,471.86 731,471.86 - - 731,471.86
365,472.33 365,472.33 - - 365,472.33
1,073,180.81 1,073,180.81 - - 1,073,180.81
1,129,429.29 1,129,429.29 - - 1,129,429.29
5,288.00 5,288.00 - 7,644.00 12,932.00
72,705,586.38 72,705,586.38 - - 72,705,586.38
2,682,814.40 2,682,814.40 (2,682,814.40) - -
- - 2,548,642.56 - 2,548,642.56
- - 1,199,720.34 - 1,199,720.34
- - 39.00 - 39.00
- - - 1,465,682.87 1,465,682.87
$ 158,288,815.60 $ 158,288,815.60 1,065,587.50 $ 2,578,039.83 $ 161,932,442.93
$ (17,230,603.58) $ (17,230,603.58) (1,065,587.50) $ (2,578,039.83) $ (20,874,230.91)
$ 277,593.47 $ 277,593.47 (277,593.47) % - $ -
1,614,356.14 1,614,356.14 - - 1,614,356.14
(1,927,621.24) (1,927,621.24) (44,760.39) - (1,972,381.63)
185.12 185.12 - - 185.12
- - 246,670.43 - 246,670.43
$ (35,486.51) $ (35,486.51) (75,683.43) $ - $ (111,169.94)
$ (17,266,090.09) $ (17,266,090.09) (1,141,270.93) $ (2,578,039.83) $ (20,985,400.85)
$ 63,834,347.06 $  63,834,347.06 $  63,834,347.06
63,834,347.06 63,834,347.06 63,834,347.06
$ 46,568,256.97 $  46,568,256.97 (1,141,270.93) $ (2,578,039.83) $  42,848,946.21
$  46,568,256.97 (1,141,270.93) $  (2,578,039.83) $  42,848,946.21
8,507,979.72 (17,553,658.06) (9,045,678.34)
$  46,568,256.97 7,366,708.79 $ (20,131,697.89) 33,803,267.87

The accompanying notes to the financial statements are an integral part of this statement.
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)

Employees’ compensable leave balances represent the liability that becomes “due” upon the occurrence
of relevant events such as resignations, retirements and uses of leave balances by covered employees.
Liabilities are reported separately as either current or noncurrent in the statement of net position. These
obligations are normally paid from the same funding source from which each employee’s salary or wage
compensation was paid.

Pollution Remediation Obligation

A pollution remediation obligation refers to a government's responsibility to address the current or
potential detrimental effects of existing pollution through such activities as environmental assessments
or cleanups. The Commission recognizes this liability when it begins to clean up pollution or conducts
related remediation activities to the extent that the government is legally obligated to complete those
activities.

FUND BALANCE / NET POSITION

“Fund balance” is the difference between assets plus deferred outflows of resources and liabilities plus
deferred inflows of resources on the governmental fund statements. “Net position” is the difference
between assets plus deferred outflows of resources and liabilities plus deferred inflows of resources on
the government-wide and fiduciary fund statements.

Railroad Commission of Texas uses resources in the following order:

¢ When both restricted and unrestricted resources are available, use:
1. Restricted resources
2. Unrestricted resources (as they are needed)

e When only unrestricted resources are available for use in governmental funds, use:
1. Committed resources
2. Assigned resources
3. Unassigned resources

Fund Balance Components

Fund balances for governmental funds are classified as nonspendable, restricted, committed, assigned
or unassigned in the fund financial statements.

¢ Nonspendable fund balance includes amounts not available to be spent because they are
either:
0 Notin spendable form
0 Legally or contractually required to be maintained intact.

e Restricted fund balance includes those resources that have constraints placed on their use
through external parties or by law through constitutional provisions.

e Committed fund balance can be used only for specific purposes pursuant to constraints
imposed through legislation passed into law by a formal action of the Texas Legislature, the
state’s highest level of decision making authority.

e Assigned fund balance includes amounts constrained by the state’s intent to be used for specific
purposes, but the constraints do not meet the requirements to be reported as restricted or
committed. Intent is expressed by either:

0 The Texas Legislature
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)

Future minimum lease rental payments under non-cancelable operating leases having an initial term in
excess of one year are as follows:

Year Ended August 31,

2020 $659,282.43
2021 658,356.82
2022 588,700.98
2023 418,424.95
2024 421,039.75
FY 2025 - 2029 1,287,278.22
Total Minimum Future Lease Rental Payments $4,033,083.15

NOTE 9: Defined Benefit Pension Plans and Defined Contribution Plan

Not applicable.

NOTE 10: Deferred Compensation

Not applicable.

NOTE 11: Post-Employment Health Care and Life Insurance Benefits

Not applicable.

NOTE 12: Interfund Activity and Transactions

Not applicable.

NOTE 13: Continuance Subject to Review

The Commission is subject to Chapter 325, Texas Government Code. Unless continued in existence by
the Legislature, the Commission is abolished September 1, 2029.

NOTE 14: Adjustments to Fund Balances and Net Position
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)
Not applicable.

NOTE 15: Contingent Liabilities

The Commission is a party to numerous lawsuits that have generally arisen out of the regulation of
various segments of the energy industry, claims made by former employees, and motor vehicle accidents
involving Commission employees on official business. Some of these lawsuits involve enforcement
actions initiated by the Commission to collect penalties for violations of the Commission’s rules. Other
cases are appeals of administrative orders issued by the Commission and represent little or no potential
for monetary recovery against the Commission.

NOTE 16: Subsequent Events

There are no subsequent events to report.

NOTE 17: Risk Management

The Commission is exposed to a variety of civil claims resulting from the performance of its duties. Itis
agency policy to periodically assess the proper combination of insurance and retention of risk to cover
losses to which it may be exposed.

The Commission assumes substantially all risks due to the performance of its duties. Currently, there are
two purchases of commercial insurance. The agency is not involved in any risk pools with other
government entities. The Commission participates in the State Office of Risk Management's (SORM)
Risk Management and Worker's Compensation Coverage Program.

Two insurance policies have been purchased through SORM:

e Public Officials Liability Insurance Policy (Effective 12/11/2018 — 9/1/2019).
Premium: $19,537.

e Volunteer Insurance Policy (Effective 7/1/2018 — 7/1/2020).
Premium: $199.85.

The agency’s liabilities are reported when it is both probable that a loss has occurred, and the amount
of that loss can be reasonably estimated. Changes in the balances of the Commission’s claims
liabilities during fiscal years 2018 and 2019 were:

Beginning Balance Increases Decreases Ending Balance
2018 $0.00 $100,702.10 $100,702.10 $0.00
2019 $0.00 $12,932.00 $5,288.00 $7,644.00
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)

NOTE 18: Management Discussion and Analysis

The license, fees, and permits in the Oil and Gas Regulation Cleanup fund increased by $7 million. This
increase was primarily due to the new fees collected under House Bill 1818 from the 85" Legislature
and a 19% increase the Oil and Gas Regulatory Fees collected by the Comptroller. The Commission
continues to monitor the prices of oil and gas as they have a significant impact the permitting revenue.

The expenditures in the Other Expenditures category doubled over the prior year due to increased
environmental cleanup activities. The Commission plugged over 1,700 abandoned oil wells during
FY 2019 and engaged in the cleanup of several large oil and gas sites.

NOTE 19: The Financial Reporting Entity

Not applicable.

NOTE 20: Stewardship, Compliance and Accountability

As of October 1, 2019, management is unaware of any issues that affected stewardship, compliance, or
accountability.

NOTE 22: Donor Restricted Endowments

Not applicable.

NOTE 23: Extraordinary and Special Items

Not applicable.

NOTE 24: Disaggregation of Receivable and Payable Balances

Not applicable.

NOTE 25: Termination Benefits

Railroad Commission of Texas had voluntary and involuntary terminations in fiscal year 2019. The
Commission did not provide any termination benefits to employees beyond the COBRA program which
is administered by ERS.
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)

NOTE 26: Segment Information

Not applicable.

NOTE 27: Service Concession Arrangements

Not applicable.

NOTE 28: Deferred Outflows of Resources and Deferred Inflows of Resources

Not applicable.

NOTE 29: Troubled Debt Restructuring

Not applicable.

NOTE 30: Non-Exchange Financial Guarantees

Not applicable.

NOTE 31: Tax Abatements

Not applicable.
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)

NOTE 32: Fund Balances

GAAP

F Fund | AFR 54 Class Citation Comments
und
This fund includes consumable
0001 0001 | Nonspendable GASB 54 (6) inventories and prepaid items that
were not expended in FY 2019.
Federal funds, restrictions are
. Federally :
0454 0454 Restricted A : externally imposed by federal
ppropriated ,
government agencies.
Economic Stabilization Fund
0599 0599 Unassigned State Appropriated appropriated for well plugging
program.
Natural Resources State funds, restrictions are
0827 0827 Committed established in the Texas Natural
Code Sec. 121.003
Resources Code.
6282256“8?:0%2 Federal funds, restrictions are
5041 5041 Restricted 15.668. 66.817. externally |mposed' by federal
20.700, and 15.250. government agencies.
Natural Resources State funds, restrictions are
5155 5155 Committed established in the Texas Natural

Code Sec. 81.068

Resources Code.
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)

Combining Financial Statements — Exhibits
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RAILROAD COMMISSION OF TEXAS (455)

t A-2 - Combining Statement of Revenues, Expenditures, and Changes in Fund Balance

Exhi
All General and Consolidated Funds
For the Fiscal Year Ended August 31, 2019

REVENUES
Legislative Appropriations:
Original Appropriations
Additional Appropriations
Federal Revenue (Fed Sch 1A)
Federal Pass Through Revenue (Fed Sch 1A)
State Grant Pass Through Revenue (Sch 1B)
Licenses, Fees and Permits
Interest, Dividend & Other Income
Settlement of Claims
Sales of Goods and Services
Other
Total Revenues

EXPENDITURES
Salaries and Wages
Payroll Related Costs
Professional Fees and Services
Travel
Materials and Supplies
Communication and Utilities
Repairs and Maintenance
Rentals and Leases
Printing and Reproduction
Claims and Judgements
Other Expenditures
Capital Outlay

Total Expenditures

Excess (Deficiency) of Revenues over Expenditures

OTHER FINANCING SOURCES (USES)
Sale of Capital Assets
Cash Transfers In
Cash Transfers Out
Appropriations Lapsed
Total other financing sources and uses

Net Change in Fund Balances

Fund Financial Statement - Fund Balances

Fund Balances, September 1, 2018
Restatements

Fund Balances, September 1, 2018, as Restated

Fund Balances - August 31, 2019

General Revenue

UNAUDITED

Consolidated Accounts

Oil and Gas
Economic Anthropogenic Unappropriated Regulation and
General Revenue Land Reclaimation Stabilization Fund Carbon Dioxide General Revenue Federal Cleanup
Fund (0001) Fund (0454) Fund (0599) Fund (0827) EFF (1000) Fund (5041) Fund (5155)
U/F (0001) U/F (0454) U/F (0599) U/F (0827) U/F (1000) U/F (5041) U/F (5155) Total
$ 30,550,661.00 $ - $ - - $ - $ - - $ 30,550,661.00
9,656,211.11 - - - - - - 9,656,211.11
- - - - 1,762,807.40 5,017,061.36 1,642,487.24 8,422,356.00
2,237,080.75 - - - - - 87,123,366.70 89,360,447.45
- - - 1,228.60 - - 29.76 1,258.36
14,558.01 - - - - - - 14,558.01
13,956.63 - - - - - 2,719,517.96 2,733,474.59
316,356.53 - - - - - 2,888.97 319,245.50
$ 42,788,824.03 $ - $ - 1,228.60 $ 1,762,807.40 $ 5,017,061.36 91,488,290.63 $ 141,058,212.02
$ 32,570,013.18 $ - $ - - $ - $ 1,577,596.40 14,997,344.57 $ 49,144,954.15
9,676,754.74 - - - - 482,439.80 6,813,577.40 16,972,771.94
2,627,395.95 - - - - 68,081.21 7,096,470.92 9,791,948.08
290,897.91 - - - - 70,700.77 633,658.16 995,256.84
406,833.50 - - - - 50,515.17 2,233,292.85 2,690,641.52
283,950.88 - - - - 19,730.52 427,790.46 731,471.86
269,217.86 - - - - 10,788.09 85,466.38 365,472.33
393,465.56 - - - - 13,616.36 666,098.89 1,073,180.81
511,541.55 - - - - 5,073.28 612,814.46 1,129,429.29
5,288.00 - - - - - - 5,288.00
1,137,171.97 - 1,614,356.14 - - 128,975.23 69,825,083.04 72,705,586.38
1,955,129.50 - - - - 16,132.50 711,552.40 2,682,814.40
$ 50,127,660.60 $ - $ 1,614,356.14 - $ - $ 2,443,649.33 104,103,149.53 $ 158,288,815.60
$ (7,338,836.57) $ - $ (1,614,356.14) 1,228.60 $ 1,762,807.40 $ 2,573,412.03 (12,614,858.90) $ (17,230,603.58)
$ 277,570.72 $ - $ - - $ - $ - 22.75 $ 277,593.47
- - 1,614,356.14 - - - - 1,614,356.14
(359,449.38) - - - (1,568,171.86) - - (1,927,621.24)
185.12 - - - - - - 185.12
$ (81,693.54) $ - $ 1,614,356.14 - $ (1,568,171.86) $ - 22.75 $ (35,486.51)
$  (7.420530.11) $ - $ - 1,22860  $ 194,63554 $  2,573,412.03 (12,614,836.15) $  (17,266,090.09)
$ 12,552,715.20 $ 412,815.02 $ - 50,610.50 $ - $ 7,474,366.02 43,343,840.32 $ 63,834,347.06
$ 12,552,715.20 $ 412,815.02 $ - 50,610.50 $ - $ 7,474,366.02 43,343,840.32 $ 63,834,347.06
$ 5,132,185.09 $ 412,815.02 $ - 51,839.10 $ 194,635.54 $  10,047,778.05 30,729,004.17 $  46,568,256.97

The accompanying notes to the financial statements are an integral part of this statement.
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455

ng Statement of Changes in Assets and Liabilities - Agency Funds
For the Fiscal Year Ended August 31, 2019

Beginning Ending
Balance Balance
September 1, 2018 Additions Deductions August 31, 2019
Trust Accounts: Fund 5145, 5146, 5147, 5148, 5149
ASSETS
Current
Cash in the State Treasury $ 77,479,127.46 $ 92,053,026.38 $ 85,718,968.12 $ 83,813,185.72
Total Assets $ 77,479,127.46 $ 92,053,026.38 $ 85,718,968.12 $ 83,813,185.72
LIABILITIES
Current
Accounts Payable $ 250,000.00 $ 4,900,365.60 $ 5,150,365.60 $ -
Funds Held for Others 77,229,127.46 14,798,898.92 8,214,840.66 83,813,185.72
Total Liabilities $ 77,229,127.46 $ 19,699,264.52 $  13,365,206.26 $ 83,813,185.72
Child Support Employee Deducts (0807
ASSETS
Current
Cash in the State Treasury $ 14,448.22 $ 185,541.07 $ 186,534.84 $ 13,454.45
Total Assets $ 14,448.22 $ 185,541.07 $ 186,534.84 $ 13,454.45
LIABILITIES
Current
Accounts Payable $ - $ 171,583.62 $ 171,583.62 $ -
Funds Held for Others 14,448.22 185,541.07 186,534.84 13,454.45
Total Liabilities $ 14,448.22 $ 357,124.69 $ 358,118.46 $ 13,454.45
Suspense Fund (0900) U/F (0900)
ASSETS
Current
Cash in the State Treasury $ 96,015.00 $ 9,118,845.64 $ 9,146,608.06 $ 68,252.58
Total Assets $ 96,015.00 $ 9,118,845.64 $ 9,146,608.06 $ 68,252.58
LIABILITIES
Current
Funds Held for Others $ 96,015.00 $ 9,118,845.64 $ 9,146,608.06 $ 68,252.58
Total Liabilities $ 96,015.00 $ 9,118,845.64 $ 9,146,608.06 $ 68,252.58
USPS - Overpayments to Employees (0900) U/F (9015)
ASSETS
Current
Cash in the State Treasury $ - $ 4,282.93 $ 4,282.93 $ -
Total Assets $ - $ 4,282.93 $ 4,282.93 $ -
LIABILITIES
Current
Funds Held for Others $ - $ 4,282.93 $ 4,282.93 $ -
Total Liabilities $ - $ 4,282.93 $ 4,282.93 $ -
Direct Deposit Correction (0980)
ASSETS
Current
Cash in the State Treasury $ - $ 5,777.23 $ 5,777.23 $ -
Total Assets $ - $ 5,777.23 $ 5,777.23 $ -
LIABILITIES
Current
Funds Held for Others $ - $ 5,777.23 $ 5,777.23 $ -
Total Liabilities $ - $ 5,777.23 $ 5,777.23 $ -
Unappropriated General Revenue (1000)
ASSETS
Current
Cash in the State Treasury $ - $ 37,796,890.50 $ 37,796,890.50 $ -
Total Assets $ - $  37,796,890.50 $  37,796,890.50 $ -
LIABILITIES
Current
Funds Held for Others $ - $ 37,796,777.68 $ 37,796,777.68 $ -
Total Liabilities $ - $ 37,796,777.68 $ 37,796,777.68 $ -
I TOTAL- ALL AGENCY FUNDS I
Beginning Ending
Balance Balance
September 1, 2018 Additions Deductions August 31, 2019
ASSETS
Current
Cash in State Treasury $ 77,589,590.68 $ 139,164,363.75 $ 132,859,061.68 $ 83,894,892.75
Total Assets $ 77,589,590.68 $ 139,164,363.75 $ 132,859,061.68 $ 83,894,892.75
LIABILITIES
Current
Accounts Payable $ 250,000.00 $ 5,071,949.22 $ 5,321,949.22 $ -
Funds Held for Others 77,339,590.68 61,910,123.47 55,354,821.40 83,894,892.75
Total Liabilities $ 77,589,590.68 $ 66,982,072.69 $ 60,676,770.62 $ 83,894,892.75

The accompanying notes to the financial statements are an integral part of this statement.
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RAILROAD COMMISSION OF TEXAS (455)

State and Federal Pass-Through Schedules
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)
State of Texas — Annual Financial Reporting

Schedule of Expenditures of Federal Awards
(SEFA)

Agency 455 - Railroad Commission of Texas
Schedule 1A

For the Fiscal Year Ended August 31, 2019

***Certified***

Pass-through From

Pass-through To

Federal Grantor/ CFDA NSE Name/ Agy/ Agencies or Non-State Direct Total Agy/ Agencies or Non-State Expenditures Total

Pass-through Grantor/ Number Identifying Number Univ Universities Entities Program PT From and Univ Universities Entities Amount PT To and

Program Title No Amount Amount Amount Direct Prog. No. Amount Amount Expenditures
Amount Amount

Envir | Pr ion Agency

Direct Programs:

State Underground Water Source Protection 66.433 631,720.00 631,720.00 631,720.00 631,720.00

State and Tribal Response Program Grants 66.817 151,906.26 151,906.26 151,906.26 151,906.26

Totals - Environmental Protection Agency 0.00 0.00 783,626.26 783,626.26 0.00 0.00 783,626.26 783,626.26

U.S. Department of the Interior

Direct Programs:

Regulation of Surface Coal Mining and Surface Effects of 15.250 1,602,651.93 1,602,651.93 1,602,651.93 1,602,651.93

Underground Coal Mining

Abandoned Mine Land Reclamation (AMLR) 15.252 298,204.81 298,204.81 298,204.81 298,204.81

Totals - U.S. Department of the Interior 0.00 0.00 1,900,856.74 1,900,856.74 0.00 0.00 1,900,856.74 1,900,856.74

U.S. Department of Transportation

Direct Programs:

Pipeline Safety Program State Base Grant 20.700 5,693,239.00 5,693,239.00 5,693,239.00 5,693,239.00

PHMSA Pipeline Safety Program One Call Grant 20.721 44,634.00 44,634.00 44,634.00 44,634.00

Totals - U.S. Department of Transportation 0.00 0.00 5,737,873.00 5,737,873.00 0.00 0.00 5,737,873.00 5,737,873.00

Total Expenditures of Federal Awards 0.00 0.00 8,422,356.00 8,422,356.00 0.00 0.00 8,422,356.00 8,422,356.00
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UNAUDITED

RAILROAD COMMISSION OF TEXAS (455)

SCHEDULE 1A

Schedule of Expenditures of Federal Awards — Notes
For the Fiscal Year Ended August 31, 2019

Note 2 - Reconciliation

Below is a reconciliation of the total of federal pass-through and federal expenditures as reported on the Schedule
of Federal Financial Assistance to the total of federal revenues and federal grant pass-through revenues as
reported in the general-purpose financial statements. Generally, federal funds are not earned until expended;
therefore, federal revenues equal federal expenditures for the reporting period.

Federal Revenues:
Per Combined Governmental Operating Statement/Statement of Activities

Governmental Funds - Federal Revenue (Exhibit II) $ 8,422,356.00
Governmental Funds - Federal Pass-Through Revenues (Exhibit II) -

Total Pass Through and Expenditures per Federal Schedule $ 8,422,356.00
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RAILROAD COMMISSION OF TEXAS (455)

SCHEDULE 1B

Schedule of State Grant Pass Throughs From/To State Agencies
For the Fiscal Year Ended August 31, 2019

None
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